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Re: Matter Under Review 6346

Dear Mr. Jordan:

Thank you for the opportunity to file this response on behalf of Gates Banking & Trust
Company in the matter MUR 6386. As outlined in this response, Gates Banking & Trust
Company has not violated any provision of the Federal Election Campaign Act or its
implementing regulations as alleged or implied in the Herron complaint dated September 29,
2010. Accordingly, the Federal Election Commission should take no more action against Gates

Banking & Trust Company.
BACKGROUNP

In early July 2010, 8" Congressional District of Tennessee candidate Stephen Fincher
applied for a loan from Gates Banking & Trust Company (Respondent) located in Gates,
Tennessee, for purposes of his campaign. Respondent, following its usual and customary
business practice, analyzed Mr. Fincher's creditworthiness and available collateral and approved
the loan application. Qn July 7, 2010, Stephen Fincher signed a Multipurpose Nete and Security
Agreement (Attachment A) for a $250,000 loan at 6.500% per annum directing remittance to
Stephen Fincher for Congress (Attachment B). The loan had a November 30, 2010, maturity
date, and the loan was cross-collateralized with a Dead of Trost on Mr. Fincher's personal
residence, & srop proniuction note, and My. Fincher's personal funds on doposit with Respondent
in a non-interest bearing account.

On October 13, 2010, Respondent received a letter dated Qetaber 6, 2010 from the

Federal Election Commission (FEC) requesting Respondent respond to & complaint lodged with
the FEC by Herron for Congress, the campaign committee of Mr. Fincher’s general election

~
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opponent Roy Herron, against Stephen Fincher for Congress. The complaint centered on a
$250,000 loan Respondent made to Stephen Fincher for campaign purposes.

Respondent's original response deadline was Cetober 21, 2010. Prior to that date,
Respondent petitioned the FEC for and received a 30-day extension of the deadline (Attachment
C), and this mepmaoe it timeely filed lo azcorimsm wirh tha exteasion.

Qa Nevemher 17, 2010, Stephen Fimcher repaid the 1aan in fudl with interest in
accordance with the terms of the July 7, 2010 Multipurpose Loan and Security Agreement.

ALLEGED VIQLATIONS

While the original complaint filed by Herron for Congress does not specifically name
Respondent as a party, the complaint alleges several Federal Election Campaign Act (FECA)
reporting violations against Stephen Fincher for Congress with respect to the $250,000 loan
including failure te pragerly nepert the loam. Thoe compiaint funlies impires that, given tho fauts
allegad irs the campiaint, Respondent fiiled te :vakie tite canepaign foan en a "basis which assures
repayreant” as required by 2 USC 531(8)(B)(viii).

ANALYSIS

As Respondent outlines below, the $250,000 loan made to Stephen Fincher complied
with FECA and its corresponding regulations. FECA and its implementing regulations permit a
candidate or his or her committee to obtain a loan, mdlndmg a line of credit, from a bank,
provided the loan meets the following criteria—

Bears the loink's useni sund czimemsoey intocmet rawe for the cawgory of lonp imrolved;
Is mnde an a basis thdl sEssms egmymant;

Is evidancad by a writuss instenmont;

Is subject to a due date or amortization schedule.

If a loan fails to meet any of these criteria, an illegal campaign contribution from the bank results.
See 11 CFR 100.82(a). In this specific case, Respondent met each of these criteria when making
a loan to Mr. Fincher.

The interest rate for the laet waz 6.500%. On the date of the low, the £.500% intorast
rato was 3.25% oves New York Prime. This represented the usual and customary interest rate at
the time of the loan for this category of loan at this lending institution.
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2. e on a basis that assures re en

FEC regulations set out criteria for determining whether a loan is made on a basis that
assures repayment. See 11 CFR 100.82(¢).

I reievant pais, 11 CFR 100.82(e)(1)(i) states a loan is made on a basis that assures
repayment if the lending institution making the loan has perfected a security interest in collateral
owned by the caridate ar political committee receiving the Ipan and the fair market valus of the
collateral is equal ta ar gomter than the lean anmuni. Sources of calloteral include, but aze nat
limited to, ownership in real estate, psrsonal property, goods, negotiahle instruments, certificates
of deposit, chattel papers, stocks, accounts receivable, and accounts on deposit

Respondem made the Fincher loan on a basis that assures repaymrent. Respondient had a
perfected security interust in collateral owned by Mr. Fincher. Respundent's s#ividard loan
documents (including the Multipurpose Note and Security Agreements memorializing the
campaign loin and tim cep nindurtian nete rofecenced beiew) aioss-coliateratine a borrownr's
loans with lrisfher other laaxs at the lending institation.

At the rime Bespandent made the loaa, Respandent beld the Deed of Trust (Attaclimant
D) to Mr. Fincher's personal residence and a crop production note with a lien on all of Mr.
Fincher's 2010 crops and his personal residence. Respondent’s loan analysis showed the fair
market value of the equity in these assets far exceeded the campaign loan amount. Decuments
memorializing Respondent's perfected security interest in the Mr. Fincher's 2010 crops and
proceeds are on file with the Tennessee Seeretary of State (Attachmesnt E). Given Respontent's
perfouted socurity interest in Mr. Fincher's 2010 crops and pravesds and his peresnal residence,
Respendint dld not file & separare UCC Finuring Siatemnent for fhe campaign lomm an toe xame
asanin Ragpandnnt alivady hald 1 cailsterni.

Additianally, Rospandent also possessed right-af-offset to Mr. Fineker's deposit accounts.

In summary, Respondent had a perfected interest in collateral with a fair market value
greater than the $250,000 loan amount. Respondent's loan analysis for the Fincher loan showed
the equity in Respondent's existing secured loans coupled with Mr. Fincher's non-interest bearing
deposit account substamtially exceeded the campaign loan amount. Accordingly, Resporsdent
complied with all applicable FECA requirements making the Fincher loan on a basis that assured
repayment.
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3. Is evidenced by a written instrument.

The loan is evidenced by a written instrument dated July 7, 2010. The Multipurpose
Loan and Security Agreement laying out the terms of the loan is attached to this response, and
this form is the standard document used by Respondent for sech Joans.

4. Is gubjest oo dne dake or asortizetion schedudo:

As detailed in the attached Midtipurpose Loan and Security Agreement, the loan matures
on November 30, 2010.

CONCLUSION

As detailed in this response, the loan Respondent made to Stephen Fincher complies with
the Federal Election Campaign Act and all applicable federal regulations. Mr. Fincher has repaid
the loan in full with interest in accordance with the terms of the collateralized loan agreement he
signed on July 7, 2010. With respect ¢a tha Fincher loan, the Iederal Electioa Couwniseion
shanid close MUR 6386 and find no reason to baliave Gates Banking & Trust Company has
violated the Federal Election Campaign Aat ar Federal Election Commission rules.

If you have any additional questions or need any additional information, please contact
me at 202-508-3470.

Thank you for your consideration.

Sinzy
JCS
BA ONELSO AN

CALDWELL & BERKOWITZ
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ﬁm&mwmmm 3., Athomay lupuy ™.

E DEED OFTRUST

m‘m } mnmnmm

THAT lB. srmnh..rnumuﬂwm ive A, mun.

hnhepumom Mnimmm*hﬂebvwn.ul.mmrmdmm unto
ROBRY. umm mm. ™.

: rerreriiiessnaseesieess , Trustee, his successors in
uunuuuummeumudumudpm : Y

.

Lo et b :.ymr. .nuatu am! boi.ng An the 10th Civil nhtrict of
Czochtt County,: 'renue-ue. anc- more part:leu:l.arly described as -
. follows, to-wita

<o l:omncing at a point in tme mth linus of PRreg Juxp
Roadl, sine knmim ax John-on Grove Road (25 feet from the’
centerline), ssid point being the noitheast corner of the Johnny
H. Mayfield and wife, Lema D. Nayfleld, propgrty mecowosd in Dead
Book 98, Page 273 thensa with the south lina of ssid.Pwog Jump
Road the following omlla: emuth 80 dégreas 17 riinutes 48 meqonda
east, - 402.45 feet: theace along a curve to she right baving a °
radiug of 2975.00 feet, a dalta sngle of 10 degress 28 minutes 21
seconds, & chord direction of south 75 degreea 27 minutes 04
secornde east, & ¢thord length of 543,02 feet and an arc length of
543.78 feet: thence south 71 dugrews 23 minutes 52 secornds east,
349.87 faoet to a set iron pin, said irom pin Being the northwest
cornee of the tramt Deruin dmmieiwed @d the POIST OF BEGINNING;
thenae muith 74 dejrees 23 minutos 90 secondy @t with the seatf -
line of said Frog dump Romd, 232.52 fent to a sat iron pim; thenew
creating new lines through the Jackie I. Fipocher.emd wifo, Bonnie
G. Fincher property recorded in Deed Book 106, Page 162, Tract No.
1 tha following calls: mouth 18 degrees 3¢ minutes '09. seconds
weat,  379.09 fest .to a set iron:pin; thunce north "1 degrees 23
minutes 40 sowonds wapt, 232.31 feet to a set ircm piny _thoemmm
north 18 dugress 36 wiwutes 10 sesomis mest, 375.00 fwwt v thu
point of tewinniig end gonkeinimg 87,119.91 samere fset, or 2.00
acres of. lanfl &s llmnﬂ by Snz'l'ly!.!lj Sexwvirzms, Iac., i.t..s.

~The above deacribad ]mpntty i lub:lnot to all lt:lnty
easemepts n,d all rlghtn-ot-m ior Frog Jump Boad

T Being del:lgnatod as a portion of Map ‘59, Parcels 3 ana .
* 4, in accordance with.the Tax Assessor's Office of c:.-ockctt
. County, 'l‘cnmuee.

. Being thn samw mlr.'b, gunveysd ta lltepnen L. Fincher
an.d wife, Lynn A. Fincher, by deed of Jackie L. Fincher and wife,
Bonnie G. Finshei!: nf .ranoré in Bead Rook , Page ' in the
Register's Off .of Craskett Couzty, Tennessea.

'IGIXIHUH PRINCIPAL’ IIIDB!THDNBSS FOR 'mmssix WRDIRG’ TAX 'PURPOSES
I8 $200,000.00. e

(NS R I S ETICHE . ) RPN W0 11
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OUT OF THE PROCEEDS of said 2, the Trustee will:
FIRST: Pay all of the costs of the foreclosure including:

8. Compensate to himself for his services In the amount of 5% of the proceeds of sald sale.

b. Aornagda fees 35 pimvaiied In the ke of the woee ar ol s of indeibiminess tesstyy sexmwd atd/or
wmh ctiser aitormely’s ikes a8 hemen baes ppsily inmaed far lgal spsresonadion dae us, the Dusiss the
propaty hamhy conaeyed, the indebmdnass hesehy putaied andinr this lnstrumant.

<. Reimbursement to himself or other semon sotitied ta same of all sums exoendex! pedar the tesws of this
trust for tases, insurance peamnivma, sepeirs, shaintenance ans! the like.

SECOND: iia uwili way ihe intisiiindness hamby s that mesiisa yegald.

THIRD: The balanae, If am, he wilf saa cmor o the prahim Shair ligisn, a0x) sraling o5 sl interest in the property
herein conveyed may appear.

WE EXPRESSLY AGREE:

1. That we will maintain and take good care of the property herein conveyed, res! and personal, lndmlnuln
msuranoe en all bulldinywend improvements against lire, windsiorms and other risks under extended coverage,

1 its insurshie value as-the holder of the Incabiadness hereby secured may require with the loss payable te
aldhdder-hlntsmtmymm

:.m:munmmm-mmmu

3. That we Wi X remove, deslis or alsr e structural character of any improvement upon the premises

ﬂﬂmhmldmmﬂ-ﬂlmmmﬁ-hshﬂﬁunﬂmnmd repair and will not commit
or suffer waste thereof,

4. That we will not cat or emove Bwher, minem’s, 5% or gas withost Ste tonsent of the helder.

S. That we wili propariy quse 52 and vend any livestock conveyed herein and plant, cuitivate and harvest in due
season and In a husbandiike manner any crops conveyed hereln.

6. That if we shall fall, refuse or become unable to perform any of the agreements hereln provided, the trustee
and/or kidder of vaid isslabteriness banby sammveid gy s o s (e s dane 551 u8 W Qu1 eoests and
the antis ¢k ax wolsy sisll beauual 3 pact &f the [nishadness heytisg sesured and due at the same time

and/or-the holder of sald indebtedness may declare all of his indebtedness hereby secured due at once and
procowil iy fvaciaum this desil of temtl

7. That I the inBidtcedreus hiereby sEcared Is payable In memliment, than a Aiure m pay any iniiimem when
due, shall, st She option di the helder, e N of e vemmniig indbuniisesy Usl> 21 Bnce shd seid M
may lmedoss hiln ciami oF tanet gy,

8. The tustee may act by agent &3 well as in person and said trustee and/or the holder 6f said indebtedness
hereby sacesulmay bid &3 sar puwshie axy of the puapersy Bero's canunyetatany laarelosams zalethamaf.

9. If the prapuny horein conmywd or any peit Be sncarBered By o pAor Bem, tiisn Mle Grestes sy ;e opiten
of the hnideref sl I=UIUR-svess, =60 vuch [rupesty at foreclosure subject to such pricr lien and/or the holder
of sald indebaadness may pay off all or any part of siuch prior lea whes delinqueat end the cost of s daing

shall become & part of the indabtedness hereby secured and/or sald holder may dedlare all of the indeltedness -
hereby secured due at once and foreciose this trust,

10. If the tuste (erdin namad umu&.m-u.umm'unmmumuuuu
indeEeuirees cesftes him to s<t, Ben s holdler moy by wiling diy ochnowitign! anll recerdell in thu
Wsdlmuﬂug-m-—m In Wikt S wast Is soserded agpoiill ol suijiERe snsthes rupn'e

to act It kin Flace mm di; Fuytiting mensEey © Gy et tai ine oo pussmes of shis taae i Ady thmtu

50 apminwd s sisasatuind sinl] howe ofl tha rights, gowem, privileges and duties as herein given the original
named trustee.

11. Sald tastae sad any successor are Wymmdhﬂﬂﬂgqu"ﬂlﬁ.mmﬂu!ﬂ“ﬂﬂd In
any couart of sxid county and state.

.Ia.IIIHII.I.I::.HHM-mmh&mhﬂnﬂumm“-—l-mlmdu
Indlhhen-.lﬂdlﬁyhw.mm.mw.mudmmnhhhmmw
renexals ar extensiang; and such renewal deeds of trust shall have all the pdority S

13. Neither the propesty nor any pertion thesecf or interest thereln

- or encinbered, voluntrily er ptlierwiso, m&em||

b&emwmmg‘dmll.-d -
have agy ciyie, iille, or interset (s ur tar the lew or ary Seuslits hamey',

Mmeuwrlimlwn!m.me....ﬂl....d ......

STEPHEN L. FINURER LYW A. FITCRSR
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_ mmﬂhnﬁuommm&:bmdm m- ‘together with an: and'-all'llnd' ﬁenemnu.._
hereditamencs, sssuments, mimesis, lispreromensy, appertesmtoss s M!ﬁp:. lﬁls'ﬁo belong
“to ting sl Tnemue, hix senmme; ia masi and entigho e i b ik,

*, . WE COVENANT THAT WE ave luwfuhly seized and posseasedl of the saldl property herein conveyed;
" that we hawe a peed and lawful richt & seli end snrmey the sama; that thy sec s usaneumberad
EXCRPT as hereln expresaly st out aad duscribed; and thel we wiil wamant and fosevar dufesu the title
to the sald proparty ynw the sald Diisscee, his suecessom in trust and assigns against the lawtul clajms
of ol persons whomsoever. . .

“Neg), .. 199 A, IKYER, wife of the Sove nemed grantor, STEPHEN L. FINCHER,

.......................... eeeritieiisteretiitasstenttiarisanatinapronstnansssansannsranss s NETEDY JOIN
+ In this Instrument for the express purpose of walving, releasing, tnsferring and conveying all ﬂfm
of every kind and nature which | may have In and to the property herein conveyed and edmalof
wmaww1mhnmwmdumanmwm Y

NONUBESION of Sw enll pioptety hevers sorveyed Is to resesin (v Sle grantex= (VAN Satult I the
termnm and puisions numeet atwitich thrwe or in which swent e sgme te besams the vernstl i will of
the Trustee and (o glve immediate posiession of the sald property upoh demand, without any notice,
and If we shall fall, re¥ube, or be unable B do 50, then the truatee, and/or purdhasar @ sald foreclosure

sale ruay lesinute and prosetns to & successul sorclusian and sulien of Lnlaviu] dewmBesr agatmst us

before any ssuit sf scomptieit jeBeiction of sard ce=wy snd st for punumsion 8f redl property anll
- may -llgihi_-d mecower aml peimu [fmpeny hewin wnvaped, .

mm'uhuwwm.r.duwhmmmgmg
To ssauns the pewmast of cur imdebtmdnenn as follirws:
"Note of evew Mate herewith in tas ameunt ot $0S,008.00 @&we one (1)
year from date, made by Stephen L. Fincher: and wife, Lynn A. Fincher,

. payéble ro the. oxder of ourselves and by us this Zate endorsed and
. negotiated to a holder in due. cqurse. . ’

ADDITIONAL LOANS AND, INDEBTEDNESS .

_Sald Bahk may, at its option, furnish ll, or any one of the grantors, sdditional sums of money and/ox
aedtﬁomﬂm%ﬂmduﬂmﬂ\e:ﬁl’...?...m ........... both inclusive. All of such additional
sums of money ahd/or credit shall be secured by this deed of trust; PROVIDED, THE MAXIMUM

- PRINCIPAL INDEBTEDNESS FOR TENNESSEE RECORDING TAX FURFOSES 15 & 20000900, Subjec

7 the. said Indebtdness hereby seares] and accre Inferest Smreon toasther with all -
mwmm:“ﬁ oy b’dﬂlbﬂm

L theraef as the same shel duoe and payable and sheil otherwise carry
out 8% tdens ond presisiins of this Bueraave then Hsls sent thad be wid and tuw we eifeet, WUT IP
i talaimedueis iy saxared or in the pedinmaian of anw ol

man dnmaa-of the halder ad fie nsbtadnms
the Twatse Is nathortied to telm Imecdinte pesanssion of 2l propwty cinvayed tremein

B
i
-
-
F
g
-
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-
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Before me, the undersigned notary public, duly commissioned and qualified in and for the County

aforesald, personally appeared STEPREN L, FENCHER & wife, YN A, FINCIER _
the within wamed Srguiner, wih whoin | am personally acquainted, and who acknowtedged that
they enconted the within instrasent for the purposes thexin costaibied.

.. T S
PERSON OR AGENCY RESPONSIBLE ~ """ 7" % T f Tt v Prigis o
FOR PAYMENT OF-TAXES;.... i

L
Name of person or agency

217. Fincher. Rosd.. Halls,. IN. . 38040
) Addrees of abeve party .
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% -
ronipimemie - - TYENED - TEome
. D e . MMESSEE serRey FOR FIL
. . N . . ~ ARY OF m-;!'.gn
. 01105110 09110 an
310-000340

AR § FHONE GF CONTACT AY PR loponi
[ Gatem Banking Avé Trost Co. ]

P.0.Box10

LT - mmmnmmmwuy

Gates Banking Aud Trust Co.

_':a':";..‘T.',.- | N o [

4, Thip PIRANGIN STATSNNNT covers the falowing collsaeriic i - ascams,
ON COUNTY FARM 0 3M? - 40 AND AR - 1200 AND -
AT ey T e AR 0 AT COONTY

SoK o e s wte o - - “w o PR P B
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Tro Harnatt ) : Uniform Cormmeroial Code

Secretery of Stuke ' ) . 312 Ross L. Pwis Averp
oT G Fl. Wi R. Snodgrass Tower
... . State Cnnesses -+ Nashville, Tearmimoo 37243
Department of Stats - (615) 1413276

DATE: 01/05/10
Tor . ,
GATES BANKING AND TRUST CO
P O BOK 10 .
GATER, ™ 38037

RBsTCCL Plling me. _31ouosio :

STEFHEY & LYMN FPINCHER PARMS
* 12067 -JORNSON GROVE ROAD
.HALLS, T™H 38040

PO 10 .
GATES, T 38037

m DATRs 01[05'115 INCENTEDNESS: $600,000.00

m-ldnuldguﬂn'!uha of the attached UCCL docunment. Plesse review the above data to
ensure databass information corresponds with information ca the sulmitted UCC form. In the
event a discrepancy is fsund, please note the error and retwrn the entire pashage to our

otfice. .

If we smy be of smy Swcther cervice to yeu, plesse cuntast 3 et (615) 741-3076.
Bnclosures: Omigina)l Documents .

AvEr INFOMOTION!  paid Fees Suid Texes

$15.00 ’ $687.70

* Please retain for fes and tax purposes
SR —

-

e T L e N o e Tr T mrr s Timbmmnim o




